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To All Parties: 

During the August 18 Open Meeting, APS committed to preparing a cost of 
service study in connection with the Commission’s consideration of the issues raised in 
this docket. APS submits t h s  letter to notify the Commission that it has completed the 
cost of service study. 

Cost of service studres show the specific costs incurred to provide electric 
service to customers, and how much of these costs that each customer class actually 
pays. All costs are considered in these studres, includrng those related to generation, 
transmission, drstribution, and metering. APS prepares and files a cost of service study 
in each rate case, and APS prepared its study in this docket using Commission-accepted 
methodologies. This study is based on financial and load information from 2014, the 
most recent full year avdable. 

The results, summarized in the attached documents, are consistent with APS’s 
prior analysis. After accounting for the system savings provided by solar, APS incurs 
$67 each month in costs that customers with solar do not pay under the current design 
of APS’s rates: 
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Cost of Service Results for A TvDical Solar Customer 
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Stated dfferently, customers with rooftop solar pay 36% of the cost to provide them 
electric service. 

The conclusions of APS’s cost of service study are based on actual data. Many 
insist that the benefits of solar should be considered and incorporated along with the 
costs. APS agrees, and consistent with its analysis in 2013, has done so here. APS’s cost 
of service study incorporates and credits to solar customers the measurable costs that 
APS avoids when a customer installs rooftop solar. These savings primanly stem from 
reduced fuel costs and reduced reliance on infrastructure. 

Because it is a cost of service study, however, intangible, policy-related or 
hypothetical future benefits-such as reduced carbon emissions, speculative reductions 
in future infrastructure, or societal benefits, are not included. These types of benefits 
are not consistent with cost-based rates, and to include hypothetical benefits in rates is 
a policy question. 

This policy question, along with other important considerations, are part of the 
discussion about whether and how to consider the “value of solar” when setting cost- 
based rates. APS looks forward to continuing this discussion with all stakeholders, and 
supports Commission Staffs recommendation that a hearing be held on the value of 
solar. But the value of solar is a policy issue that involves resource planning questions. 
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To begm the value of solar discussion with the conclusion that the value should be 
reflected in rates is to make the policy decision before the discussion has even begun. 

The kscussion regardmg the value of solar, and whether t h s  value can be 
obtained at a lower cost from gnd-scale solar, parallels a broader dscussion regardmg 
how to modernize rate design. The place to start t h s  broader rate design dscussion is a 
cost of service study. APS has completed that study. At the appropriate time, APS d 
fde its full cost of service study with accompanying testimony. APS looks forward to 
the Commission’s deliberations on h s  issue and is confident that an evidentiary 
hearing on APS’s cost of service study d establish a foundation to make meaningful 
progress in APS’s next rate case. 

homas A. Loquvam 

C: Chairman Susan Bitter S 
Commissioner Bob Stump 
Commissioner Bob Burns 
Commissioner Doug Little 
Commissioner Tom Forese 
Tom Broderick 
Terri Ford 
Parties of Record 



Copies of the foregoing delivered/mailed this 8th 
day of October, 2015, to: 

Janice Alward 
Legal Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Thomas Broderick 
Utilities Division 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Bradley Carroll 
Tucson Electric Power Company 
88 East Broadway Blvd. 
Mail Stop HQE910 
P.O. Box 711 
Tucson, AZ 85702 

Kevin Fox 
Keyes, Fox & Wiedman, LLP 
436 14th Street, Suite 1305 
Oakland, CA 94612 

Todd Glass 
Attorney 
Wilson, Sonsini Goodrich & Rosati, PC 
701 Fifth Ave., Suite 5100 
Seattle, WA 98104 

Hugh Hallman 
Attorney for Sunrun, Inc., William Mundell 
and Renz Jennings 
Hallman &Affiliates, P.C. 
2011 North Campo Alegre Road, Suite 100 
Tempe, AZ 85281 

David Berry 
Western Resource Advocates 
P.O. Box 1064 
Scottsdale, AZ 85252-1064 

David Brooks 
Attorney for Sunrun, Inc., William Mundell and 
Renz Jennings 
Brooks & Affiliates, PLC 
1515 North Greenfield Road 
Suite 101 
Mesa, AZ 85205 

Giancarlo Estrada 
Kamper, Estrada and Simmons, LLP 
3030 N. Third St., Suite 770 
Phoenix, AZ 85012 

Albert Gervenack 
Homeowner in Sun City West 
14751 W. Buttonwood Drive 
Sun City West, AZ 85375 

Meghan Grabel 
Osborn Maledon, P.A. 
2929 North Central Avenue Suite 2100 
Phoenix, AZ 85012 

W.R. Hansen 
President of PORA 
13815 W. Camino Del Sod 
Sun City West, AZ 85375 
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Copies of the foregoing delivered/mailed this 8th 
day of October, 2015, to: 

Garry Hays 
Attorney for AZ Solar Deployment Alliance 
Law Offices of Garry D. Hays, PC 
1702 E. Highland Ave, Suite 204 
Phoenix, AZ 85016 

Mark Holohan 
Chairman 
AriSEIA 
2122 W. Lone Cactus Drive, Suite 2 
Phoenix, AZ 85027 

Lewis Levenson 
1308 E Cedar Lane 
Payson, AZ 85541 

Craig Marks 
Attorney 
10645 N. Tatum Blvd. Ste. 200-676 
Phoenix, AZ 85028 

Dwight Nodes 
Ad m i n i st ra t ive Law 3 u d g e 
Arizona Corporation Commission 
1200 W. Washington 
Phoenix, AZ 85007 

Greg Patterson 
Attorney 
Munger Chadwick 
916 West Adams Suite 3 
Phoenix, AZ 85007 

Timothy Hogan 
Attorney 
Arizona Center for Law in the Public Interest 
202 E. McDowell Road, Suite 153 
Phoenix, AZ 85004 

Patty Ihle 
304 E. Cedar Mill Road 
Star Valley, A2 85541 

Tim Lindl 
Attorney 
Keyes, Fox & Wiedman LLP 
436 14th Street, Suite 1305 
Oakland, CA 94612 

Kristin Mayes 
The Kris Mayes Law Firm 
3030 N. 3rd Street, Suite 200 
Phoenix, AZ 85012 

Michael Patten 
Attorney 
SNELL & WILMER L.L.P. 
One Arizona Center 
400 E. Van Buren Street, Suite 1900 
Phoenix, AZ 85004-2202 

Daniel Pozefsky 
Chief Counsel 
RUCO 
1110 W. Washington, Suite 220 
Phoenix, AZ 85007 
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Copies of the foregoing delivered/mailed this 8th 
day of October, 2015, to: 

Pat Quinn 
AURA 
5521 E. Cholla St. 
Scottsdale, AZ 85254 

Erica Schroeder 
Attorney 
Keyes, Fox & Wiedman, LLP 
436 14th Street, Suite 1305 
Oakland, CA 94612 

John W a I lace 
Grand Canyon State Electric Cooperative 
2210 S. Priest Drive 
Tempe, AZ 85282 

Court Rich 
Attorney 
Rose Law Group, P.C. 
7144 East Stetson Drive, Suite 300 
Scottsdale, AZ 85251 

Anne Smart 
Alliance for Solar Choice 
45 Fremont Street, 32nd Floor 
San Francisco, CA 94105 

Gary Yaquinto 
President & CEO 
Arizona Investment Council 
2100 N. Central Avenue, Suite 210 
Phoenix, AZ 85004 
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